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THE MISSION OF THE AUDITING STANDARDS BOARD
The Auditing Standards Board (ASB) was formed in October, 1978. It is the AICPA’s senior technical committee responsible for
setting auditing standards for the Institute’s more than 230,000 members. It has 15 members: 5 from small firms, 4 from
medium-sized firms, 5 from “ Big 8” firms, and one academician. All are members of the AICPA serving on a volunteer basis,
usually for three-year terms. The Board is supported by a staff of approximately ten CPAs under the direction of an AICPA staff
vice president and has the following charge
The AICPA Auditing Standards Board shall be responsible for the promulgation of auditing standards and pro
cedures to be observed by members of the AICPA in accordance with the Institute’s rules of conduct
The Board shall be alert to new opportunities for auditors to serve the public both by the assumption of new re
sponsibilities and by improved ways of meeting old ones, and shall as expeditiously as possible develop standards
and procedures that will enable the auditor to assume those responsibilities.
Auditing standards and procedures promulgated by the Board shall:
a.

Define the nature and extent of the a u d ito r's responsibilities.

b.

Provide guidance to the auditor in carrying out his duties, enabling him to express an opinion on the
reliability of the representations on which he is reporting.

c.

Make special provision, where appropriate, to meet the needs of small enterprises.

d.

Have regard to the costs which they impose on society in relation to the benefits reasonably expected to be
derived from the audit function.

The Auditing Standards Board shall provide auditors with all possible guidance in the implementation of its pro
nouncements, by means of interpretations of its statements, by the issuance of guidelines, and by any other
means available to it.
The ASB is primarily concerned with developing Statements on Auditing Standards (SASs) which are the auditing pronouncements
most familiar to accountants and financial executives. SASs are, in effect, interpretations of the ten generally accepted auditing
standards approved by the AICPA membership in the late 1940s, and compliance with them is enforceable under the AICPA
Code of Professional Ethics. To date, forty nine SASs have been issued.
SASs are the result of the Board’s due process. First, the need for a project may be identified through litigation, regulatory pres
sure, actions of other groups that affect the profession, or comments from practitioners. Then research is performed. The shape of
guidance is assessed through analyzing the issues, gathering data on current practice, reviewing existing literature, and develop
ing alternative approaches. This is done by the Auditing Standards Division staff and a small task force of practitioners, some of
whom may be members of the Board. A proposed pronouncem ent is then submitted to the Board, which considers it and
evaluates alternatives.
(Continued on P. 3)

THE PROPOSED ATTESTATION STANDARDS: RATIONALE AND PURPOSE
The Auditing Standards Board and the Accounting and Review Services, Committee recently issued an exposure draft of a state
ment of proposed attestation standards. They are broad standards, analogous to the ten generally accepted auditing standards,
that provide a general framework for all attest engagements.
BACKGROUND
For almost all of the accounting profession’s history, the attest function has generally been limited to expressing an opinion on his
torical financial statements. These services are more commonly known as audits. Over a third of a century ago, the profession
adopted ten generally accepted auditing standards (GAAS) as a foundation for guidance for these engagements.
Increasingly, however, the marketplace has recognized that the CPA’s attestation skill is a distinct service that is useful outside of
its traditional application to historical financial statements. Consequently, CPAs have been requested to provide, and have been
providing, various forms of assurances on a wide variety of information.
The Auditing Standards Division’s research in early 1982 disclosed that over twenty Statements on Auditing Standards (SASs) had
been issued pertaining to attest services other than audits of historical financial statements. These SASs pertained to particular
types of attest engagements and were issued as guidance for the services was deemed necessary. The study also revealed that
because these SASs were issued on a piecemeal basis that regarded each attest service as a special case or as a by-product of finan
cial statement audits, a num ber of inconsistences an d ambiguities had crept into the standards. In response to this and the increas
ing demand for a growing array of attest services the Board undertook a project to analyze existing SASs for attest services,
including audits, to consider the need for (1) reconciliation of inconsistencies and ambiguities and (2) a general framework of
guidance for the attest function to be used in establishing any future standards that might be necessary for specific attest
services.
CONSIDERATIONS
Three major problems related to the attest function and attest standards were identified. One problem concerned a fundamental
conceptual limitation in the ten GAAS. The ten standards were developed for a single specific attest service— audits of historical
financial statements. They did not envision and were not written to accommodate any other attest services. This limitation is evident
from the fact that the standards refer only to “financial statements” and “ conformity with generally accepted accounting
principles.”
Because the ten standards are limited to a single attest service, they cannot be legitimately applied to other attest engagements.
Thus, the additional attest services that CPAs were already providing, as well as any new attest services they might be requested to
provide in the future, lacked properly established professional standards.
The second problem identified was that there is some uncertainty about the authority of certain existing SASs. Rule 202 of the
AICPA’s Rules of Professional Conduct recognizes SASs as interpretations of the ten GAAS. However, because the scope of the ten
standards is restricted to audits of historical financial statements, so must be the SASs that interpret them. The Auditing Standards
Board has, of course, issued a num ber of SASs for attest services other than audits of historical financial statements, e. g. reporting
on internal accounting control. Those SASs ostensibly interpret the ten GAAS but it is questionable whether they are enforceable
under the AICPA’s Code of Professional Conduct
The third problem identified also involved the SASs for other attest services. Although these SASs went beyond the explicit bounds
of the ten standards, they were developed to provide guidance for CPAs in emerging attest engagements. The guidance in these
SASs was based on the concepts underlying the ten standards and was developed by reasoning by analogy from those stan
dards. While such guidance has certainly been helpful, it nevertheless was based on a conceptual foundation that was not intended
to support that guidance.
PROPOSAL
The Board concluded that resolution of the above three problems required a broad set of attestation standards, analogous to the
ten GAAS, that would apply to all attest engagements. These standards would form a broad framework that would not only

(Continued on P.3)
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ATTESTATION STANDARDS (Continuedfrom P. 2)
accommodate existing GAAS, but would also (1) accommodate and set reasonable boundaries around expansion of the attest
function by providing useful guidance to CPAs and (2) guide AICPA standard-setting bodies in establishing any future standards
deemed necessary for specific attest services. As a result, attestation standards would fill the void in guidance for existing and
future attest engagements.
Also, with broad attestation standards established, future interpretive standards would have an authoritative and enforceable
basis. In addition, these standards would provide a frame of reference for reconciling the inconsistencies and ambiguities in those
SASs that pertain to attest services other than audits of historical financial statements.
The Board also concluded that prior to establishing attestation standards it was important to specifically identify the characteris
tics of an attest engagement to clarify the type of services for which standards should be developed. The following definition
was developed:
An attest engagement is one in which a CPA either is engaged to issue, or does issue, a written communication
that (1) expresses a conclusion with respect to the reliability of an assertion that is the responsibility of one party
and (2) is or reasonably might be expected to be used by another (third) party.
These services are a natural extension of the auditor’s traditional function. They are fundamentally similar to audit or review
services—that is, engagements in which a CPA examines or reviews a representation that is the responsibility of one party and
issues a report on the results o f that examination or review for use by another party.
Although the traditional tax and management advisory services are not embraced by this definition, some services that are per
formed by CPAs in those two areas may meet the attest definition. The crucial factor in determining if a service is an attest engage
ment is whether a conclusion is expressed about the reliability of an assertion for a third party use.
CONCLUSION
Considerable change has taken place and will continue to do sO in the marketplace for the attest function. CPAs will continue to be
requested to provide new attest services to accommodate the new and growing needs of users. The Board believes that the attesta
tion standards will enable the profession to continue serving the legitimate needs of the public in a timely and effective
manner.
An exposure draft of the proposed authoritative statement, Attestation Standards was issued on February 15, 1985. It can be
ordered through the AICPA’s O rder Departm ent by calling 212/575-6426 (product no. G00311). The exposure period ends
June 14, 1985.

MISSION (Continued from cover)
After the Board considers the draft at one or more public meetings, it usually decides to expose the proposed pronouncem ent
Issuance of an exposure draft must be approved by a least 9 of the 15 members. Exposure drafts are distributed for comment to
the offices of all CPA firms with AICPA members, and to regulators and similar interested parties, and anyone else who requests
them. Ordinarily, 90 days are allowed for comments.
Comments are reviewed by the Board, and matters raised in the comments that it did not consider previously are evaluated.
However, the Board does not normally change position on matters considered thoroughly before exposure. The purpose of
exposure is to identify matters that may have been overlooked or not studied thoroughly, not to assess the popularity of proposed
guidance. After further considerations, the Board usually decides to issue the draft as an SAS. Again, issuance of an SAS must be
approved by at least 9 of the 15 members.
The Board does m ore than react to the needs of practitioners. It also develops standards in response to developments in the selfregulatory environment in which the profession exists. Meeting the needs of practitioners, while establishing minimum standards
for the profession to ensure the continuation of high quality audits is not an easy task. Too many standards can hamper the exer
cise of professional judgm ent and can never cover all the circumstances an auditor may face Too many standards can also dis
courage professional autonomy, and unless a sense of automony is well developed in a professional, it cannot be brought to bear
when a situation not covered by those standards arises.
The Board recognizes the fine line between too little and too much guidance. Its goal in setting standards is not to eliminate pro
fessional judgm ent but to focus it
— 3 —

TECHNICAL PLAN HIGHLIGHTS
Financial Forecasts and Projections (AICPA staff: E llen D owney H ylas). T h e ASB exposed in June, 1984 a draft statement on com
pilations and reviews of financial forecasts and projections. The statement would provide an authoritative foundation for a pro
posed guide that was exposed in September, 1983. The Board is revising the draft based on comments received and on the
concepts in the proposed attestation standards. Schedule: final standard to be issued by 4Q. 1985.
Completeness (PatrickM cN amee). The ASB exposed in December, 1984 a draft SAS concerned with how the auditor becomes satis
fied about the completeness of accounts, which cannot be tested by testing only recorded amounts. The draft concludes that the
auditor may not rely solely on management’s representations and internal controls for such assurance, but should apply substan
tive tests for completeness. Exposure period ends May 1, 1985. Schedule: final standard to be issued by 4Q. 1985.
Attestation Standards (Alan W inters). The ASB and ARSC jointly exposed a draft of attestation standards in February, 1985 (see
articlep. 2). Schedule: final standard to be issued by 1Q. 1986.
Pro Forma Financial Statements (E ileen D emichelis). TheASB exposed in June, 1984 a draft SAS on examining and reporting on pro
forma data included in SEC filings. The final disposition of this project will be determined when the attestation standards
are issued.
Financial Statements Used in Other Countries (Michele Stanton). The ASB is developing an SAS concerning reporting on financial
statements when the reports are intended to be used outside of the U. S., e. g. U. S. subsidiaries of foreign parents. Schedule: draft to
be exposed 2Q. 1985.
Other Current Projects: The Board is considering w hether additional guidance is needed regarding analytical review procedures
and internal accounting controls. It has discussed these projects and further research is being done. The Board is also consider
ing whether guidance is needed regarding the auditor’s responsibility when inform ation obtained on one client would provide
evidential m atter for the audit o f another client. Initial ASB discussion is expected 3 Q. 1985. The ASB is considering whether
existing auditing standards dealing with consistency need to be clarified, revised or consolidated. Initial ASB discussion expected
3 Q. 1985.
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